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L. The Committee of Iinance and conomics on 15 December 1950 orfered the
Ministry of Trade, the various major administrative reslons, and the
government swecial traling commanies to mrehnge farn comodities on
credit and %o cease buying with cash. This order became effective on
15 Decenber, and is swmariszed as follows:

a. The gpread of the Foresn var since nid-October has directly
threatened the security of China and has frrced the povernment
to increase heavily its exnendi tures for other vurnoses in
order to finance heavy dighurserents for national defense without
comnletely disrunting the currency situation and cormrodidy mrices.
Therefore, goverment trading commanies in all lecnlities are
ordered to reduce their plazined, vurchases and to susvend the
urchase of farm products in large gquantities.

b, Thig i3 the rarleting season for farm nroducts: revorts from
various areas indicote thet the sugnensinon of large-genle pur~
chases by governrment $ralin-~ comanies hing cansed the wrice of
farn »roducts and hy-nroducts to dron stendily. with consequent
financial loss to the “easants and Tovering of their morale. 7o
neet this crisls, the Committes of Finance and “conamics ordered
the nurchrse of thege corrodities on credlt.

€. ‘Purchase on credit mesns thnt sovernnent tratine cormanies will
aceent deliverles of nlanned amounts of farm “mnluets from tha
peasants, but vill not male fomedlate payment in ensh or in Kind.
“hese deliveries will be recorded, anl the veasants will receive
later nayment in installmente of efther cash or by commodities
vhich they need. Thus, the governrent tradine commanies will be
able to trade farm vroductz for essh and other comroiities vhich
can be delivered to the Wemsants in return for their Asliveries.
Tinaneially, the Yransaction reduces the circulation of waver noney
and also readjusts the farm economy.

d. The governrent traiing cormanies rust gtege nrovagania activities-
© in the rural areas to tenvly, the messants the benefits of “urchnses
on credit. OCoonerative o#vpni~ations in various arers st begin
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rocessing vurchases on cre=dit, so that the suvort of the nena-nts
will be von. Adifticn~lly, to ~rotect the nercant interecsts,
ressures ruat he ngtitntel to Mmnrantee cngt nnd velue," f.e., iFf
the orice of farm "roiucts risss aiter the nensants have made
delivery. nayment in cash or in Idnd shell be commuted at the wre-
vailing »rice nf the rnduct at the tire of mayment: 1f the nrice
inlls, myrent shall be comited at the “rice areveiling vhen the
Aelivery vas maie. It is hooed that this ty-e of ~urchase on credit
vrill vork ont aatistreterily.

e.  ILarge guantitieg of frod, cotton and other form nroducts are nm:
avaiting anle in ~11 the rursl arens nnil theae corrniities are required
in the citles; couseguently, the Cormittse of Finonce nnd “conomice
directs the governrent traling cemxinies, under the Airection of the
rajor ndrinistrotive resniong anl the Ministry of Trade, to institute
the moliey of urchases on credit se that the Aemnnds of the nntion’s
finnnceial and econonic »lan m=y he med.

In erder &n control foreign anl nmestic trade threushout the country, the
Chinese Comrmnists in March 1950 -worulmate] raleg for aovernrent trading snd
egtahlished six sovern-ent traling cormmnieg sneci=1i~ing in fordatuffs,
cotton, rarn and glnth, suniry =nodsz, ceal, and native »roducte, Theae
comianiesg wvere given rononoly over mrincioval sunnlies nnd com-o?itieg
throuzhout the country, ant the =ale of farm "roducts anl the sunoly of
indnstrinl raw raterials were to be handilied exclusively hy these cormanies,
3ince the Chinese Cemrmunist interveniion in the Vorenn *wmr incrensed

nilitnr; exsenditures, government trn'ing cornnies wvere nrdered to snsend
large-scnle "mrehnses an thnt severs in.lation conld he avoided. Tven the
mirchase of fead and cotton as susnhenied, “oyever, the Chinese Corrunists
canngt o vitaout food asl cotton vhile they suwwnrt frrees in Vore-, so the
susuension ol murchases vag necessarily a ternorary measure to restrict cir-
cnlantinm of eurrency. Tow, in order to, abtrin o sumly of essentisli farm
waducts, they have been forced $o devise this noliecr of ~urchnge on credit.
This is nurchsase on credit in name oniy; actually, it 1s reculsition. O“raducts
valen are mirchnnsed on eredit 111 unisubtedly be crnsured in snannriing the
var eflort anl vill nnt %= sold on the marlet for cash and commgdities vhich
vouldl form the basis or mavrents to the mersrnts. “hen the time comes bo nay
nensants, it is robable that rore maner rnney vill have teo be fzmued far
is mrmose.  Tims the fnracial dliTiculties of the Chlnese Comrurist resire
1 inerense,
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